Views differ

retirement |

One diffiéulty of retirement plan-
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ning s estimating the future retire-
ment income needs of the individual
- L or couple. Many

 times, such caleula- ¢
tions are based upon
an assumed percent-

_age (such as 80 per-

- gent) of present liv-
'ing standard expens-
-es, butas actual
_petirement may be

NP “years or even .

KEVIN'W_URTHLEY ~decades away, deter-

. mining future R
income needs is not an exact science.

At best, the figures tend to be rough S

“guesstimates” based on assumptions |

of potential lifestyle consistencies,; ., !

stripping out obligations (college, -~
home mortgage, child dependency) . |
that should be completed by retire-....

ment; arid estimations of potential. . .
retirement activities and their costs.. .

" “Inarecent Fortune article (June 25), .
two economists, Lawrence Kotlikoff = -
and Jonathan Skinner, took up this
debate with polar-opposite views. = -
- “Kotlikoff stated that online calcula-
tors are far too limiting in their

_assumptions of retirement spending 7
habits. According to him, some of ..
these calculators assume preretire- - |
merit spending levels willbe consis: ;1
tent into retirement and to age 100 S

(despite the above-mentioned reduc- i
tions in spending obligations). He esti- |
mates these calculators suggest sav- .|
ing/investment goals to be five times ...
what might actually be prudent. In o

addition, he says, the calculators also - |
recomimend five times too muchlife |

insurance coverage for the average . .|
household. In his opinion, families %

who follow these guidelines are per- - -

haps saving too much and buying t00 o

much lifeinsurance at the expense of -

current spending and qualityof =7+ i

lifestyle prior to retirement.

Skinner takes. the__opposi_te,.taﬁk,;m_. 3

his research and opinion, future .-
retirees are no
ner points out that the spending of -

new rétirees may not actually drop, 5
degpite the mortgage payoff and the

children being out on their own. In." .~ o

fact; spending may stay the sameor
even increase, as retirees decideto. -
travel, indulge themselves.and enjoy ..
their newfound freedom fromwork - -
and child-rearing. He also (rightly) “ 7
points out that while the mortgage -~ .~
and college costs may be finished, el

. 1p to individunalsto save more and
. obtain insurance for these future.

‘are not saving exiough. Skin- .
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' contacted with questions or commentsat .|

| practitioner “in the field,” I can |
alidity to both arguments, . -
Looking at several online retirement - -
income calculators and software, Tcan .
see Kotlikoff’s point. Life insurance -
projections in some of these programs
wildly overstate needed coverage and
income estimates are certainly limited
in their scope versusthe real world. ** -
While retirees certainly tend to REE RN
indulge themselves (rightly so) in the -
first decade of retirement, they also. .

tend to'slow their activity and spend-- L
ing in their mid 70s and into their 80s.

:On the other hand, it's no secret that
health-care costs, especially for sen- .
iors; are increasing by double digits .
each year. Kotlikoff believes low-and" g
middle-income retirées will turn'to . ki
Medicald for thelr long-term care,but
government entitlement programs are:
already deeply in the red and tmless
drastic measures are taken, the situa-
tion is‘untikely to improve any time -
soon. (Paradoxically, Kotlikoff empha-
sized thisvery issue in'hisbook, “The..

‘Coming Generational Storm”). 8
“Skiriner does have a point. It may.

e future is cloudy and uncertain.
" In my view, the differences of opin- -
ionandlife’s uncertainty also point to '
the need to monitor financialand
_retlrem_en_t plans periodically to -
‘ensure progress is on track and goals .
are being met, even in retirement as -
well. As everyone’s present and future -
needs will diffexr; customized analysis -
[based on each family’s situation may
be helpful in bridging these differ-
ences and creating a workable plan for

the future. *-
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